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&(B) which provides coverage only for 
aualified lona- 
term care services. and 
"(C) nee which such coverage is provided onlv to 
(i) emplovees and former empvlovees of a State 
(or any political subdivision or instrumentality of a 


ii) the spouses of such emplovees. and 
"(in) individuals bearing a relationship to such 
employees or spouses which is described in any of 
paraqgaps (1) through (8) of section 
a 


care RESERVE METHOD! Glause (iii) of section 807(d) 
is 
amended by inserting "(other than a qualified long-term care 
insur- 
~— contract, as defined in section 7702B(b))® after "insurance 
contract". 
(3) LONG-TERM CARE INSURANCE NOT PERMITTED 
UNDER CAFE- 
TE PLANS OR FLEXIBLE SPENDING ARRANGEMENTS 
CAFETERIA PLANS, Section 125(f) is 
amended by ecu 
at the end the following new sentence: "Such 
term shall not 
include anv vroduct which is advertised, 
marketed. or offered 
as lona-term care insurancelll 
(2) FLEXIBLE SPENDING ARRANGEMENTS/2 
Section 106 
(relatina to contributions b¥ employer to 
accident and health 
plans). as amended by section B0%(c), is 
amended bv addina 
at the end the followina new subsection: 


"(c) INCLUSION OF LONG-TERM CARE 
BENEFITS gh ROVIDED 
ae ames SPENDIN NGEMENTS 


IN GENERAL ffective on and after 
Januarv 1. 1997. 
aross income of an employee shall include 
emplover-vrovided 

coveraade for aualified lona-term care services (as 
defined in 


section 7702B(ci) to the extent that such coveraae 
is provided 
through a_ flexible spending or _ similar 
arranaement. 

"(2) FLEXIBLE SPENDING ARRANGEMENTI@For 
purposes of 
this subsection. a flexible spending arrangement 
is a benefit 
program which provides emplovees’' with 
coverage under 
whic 


"(A) svecified incurred expenses mav be reimbursed 
(subject to reimbursement Maximums and other reasonable 
conditions), and 
f(B) the maximum amount of reimbursement which 
is reasonablv available to a participant for such coverade 
is less than 500 percent of the value of such 
coverage. 
In the case of an insured plan, the maximum 
amount reason- 
ablv available shall be determined on the basis of 
the underlv- 
ina coverade." 
(d) CONTINUATION COVERAGE RULES NOT To APPLY 


(1)Paraaranh (2) of section 4980B{g) is 
amended bv addina 
at the end the following new sentence: "Such 
term shall not 
include anv plan substantially all of the coverage 
under whic 
is for qualified long-term care services (as 
defined in section 
7702B(c 
(2) Paragraph (1) of section 607 of the 
Fs ees Retirement ; ; 
29'USC1167. Income Security Act of 1974 is 
amended by addina at the 
end the followinag new sentence: "Such term shall 


not include 
anv vlan substantiallv all of the coverage under 
which is for 
qualified lona-term care services (as defined i 

section 7702B(c 
offsuch Code)/i 


